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WE use many things to satisfy 
our needs and desires. The food 
we eat, the clothes we wear, the 
houses in which we live, and 
many other exchangeable things 
that add to our comfort and en­
joyment, form an aggregate 
which is accurately described 
by the term ‘ wealth.’ ”
This quotation from the Pace Accountancy 
Course leads us to ask why we should have 
“ needs and desires,” or 
wants, and why certain 
things, known as wealth, 
satisfy them. In attempt­
ing to answer this question, 
we are at once struck by the 
fact that Nature has not 
provided all goods in the 
same proportion. Some 
things, such as the air we 
breathe, the waters of the 
ocean, and the sunlight in 
the heavens, are so plentiful 
as fully to satisfy the de­
sires of all. Consequently, 
they are not considered to 
be wealth at all, for we do 
not have to economize in 
their use. Other things, 
however, are so scarce that 
they must be measured out 
and be made to go as far as possible—a fact that 
forces us to use every means in our power to 
conserve and increase their supply.
To the extent of this scarcity, then, Man and 
Nature may be said to be out of harmony. The 
desire for clothing, shelter, and food arises from 
the fact that Nature has provided a more rigor­
ous climate than our bodies can bear, and in­
sufficient sustenance for all the mouths that 
have to be fed. To accentuate still further this 
lack of harmony, in addition to those natural 
wants which must be satisfied in order to keep 
life in our bodies, we are swayed by a host 
of other desires, appetites, and passions which 
lead us to seek after things with which to adorn 
our bodies, tickle our senses, and interest our 
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minds. Viewed in this light, the attempt to 
attain to this harmony, which does not naturally 
exist, forms the basis of the whole economic 
struggle. The study of this struggle is the 
principal business of the Social Sciences.
Man's Struggle with Nature
The outstanding fact which distinguishes 
Man from the animal in his struggle with Nature 
is that, whereas the animal is passively adapted 
to its environment, Man boldly strives to adapt 
his environment to himself. 
If the climate is cold, the 
animal develops fur or blub­
ber ; Man discovers fire, 
builds houses, and devises 
clothing for himself. To 
fight enemies, the animal 
develops claws, fangs, 
horns, and hoofs; Man fash­
ions stone hatchets, bows 
and arrows, spears, guns, 
and ammunition. In the 
struggle for survival, the 
animal must change its 
physical constitution to 
conform to its environment, 
or perish; Man’s physical 
constitution changes little, 
but he wrests from Nature 
the means whereby he may 
overcome her rigors, and 
survive. According to all biological laws, Man 
should have disappeared from the face of the 
earth with the first Ice Age, just as all other 
living things before him vanished when Nature 
ceased to provide them with sustenance. But 
he defied Nature, advanced to the combat, and 
instead of submitting, overcame her and took 
for himself those things needful for his sur­
vival.
He has thus surrounded himself with a whole 
aggregation of artificial protections against 
Nature, steadily increasing in number and com­
plexity, which he uses as wealth to satisfy his 
wants. Goethe’s Homunculus, who can live 
only in the retort in which he was created, and 
must instantly perish once the glass is broken,
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is not a far-fetched figment of 
poetic imagination, but reality it­
self. This exactly pictures Man in 
his struggle with Nature. Deprive 
him of his artificial retort, stand him naked as
he was born, face to face with Nature, and he 
must perish, just as surely as those ancient fos­
sils, which lived and flourished so long as Na­
ture permitted, disappeared without a struggle 
when Nature withdrew the warmth and nour­
ishment needed for their survival.
Man’s Struggle with Man
The lack of harmony between Man and Na­
ture, due to this economic scarcity, also gives 
rise to a disharmony between man and man. 
Where there is a scarcity, there will be two men 
wanting the same thing, and, consequently, a 
clash of interests will develop. This gives rise 
to a whole system of moral philosophies and 
religions attempting to adjust and reconcile 
these antagonisms. Man’s struggle with Nature 
is an industrial problem; man’s struggle with 
man is a moral one. The fact of scarcity in 
Nature is, however, not entirely responsible for 
this struggle between man and man. There are 
two other conditions affecting it: first, the mul­
tiplication of numbers; and, second, the indef­
inite expansion of human wants.
Even if the wants of the individual never 
expanded at all, an indefinite increase in the 
number of individuals would sooner or later 
result in scarcity and cause conflict. Since 1800, 
the world’s population has increased from 640,- 
000,000 to 1,693,000,000—nearly a 200 per cent. in­
crease in one hundred and twenty years. More­
over, the greater part of this expansion has 
occurred in those countries which have been 
most affected by modern Western civilization.1 
Europe, in 1741, had an estimated population of 
127,000,000; in 1914, it was occupied by 452,- 
000,000. India, under British rule, increased 
from 186,000,000, in 1872, to 244,000,000 in 1911. 
In Japan, the increase was from 33,000,000, in 
1871, to 54,000,000 in 1914. During the period 
of forty-three years just after the opening of 
Japan to influences from Europe, the population 
increased three times as fast as during the forty- 
three-year period immediately preceding. The 
same thing has happened in North America, 
Australia, New Zealand, South Africa, Egypt, 
Argentine, Java, and the Philippine Islands. 
On the other hand, there has been little if any 
increase in the population of China between 
1850 and the present time. In the heart of 
Africa, the estimated shrinkage in population 
in thirty-two years was from 206,000,000, in 
1882, to 136,000,000 in 1914. In the Middle 
1M. Nordau, The Interpretation of History.
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Ages, the European birth-rate was 
forty-five per thousand, and the 
death rate the same. During the 
last century, the birth-rate has not 
been greatly reduced, but the death rate is only
fourteen per thousand. Hence, the enormous 
increases of population in recent years.
Yet, any proposal for the limitation of num­
bers in a given national group seems to be in­
stinctively resented, and to provoke a feeling 
akin to race hatred. Therefore, positive checks 
—war, pestilence, famine—to which the fecun­
dity of the human race has become adapted, 
must continue to operate. Another difficulty 
standing in the way of attempts to curb the 
increase in population is the militaristic de­
mand for man power and the capitalistic need 
of cheap labor, both of which tend to encourage 
continued indefinite increases, so long as they 
apparently make for national power and great­
ness. A third factor is the influence of re­
ligious thought: “Be fruitful and multiply,” 
“Replenish the earth,” “The Lord will provide,” 
are maxims found in all religions. In any event, 
this factor of increase in population presents 
one of the great economic problems connected 
with the struggle between man and man for the 
satisfaction of their desires.
In addition, there seems to be little or no 
reason to hope that the sum total of human 
wants will ever be satisfied. Food, drink, air, 
and warmth are necessities, the need of which 
we share with all animals. But surpassing the 
animals, Man is constantly devising means for 
the better and more complete gratification of 
his wants. He alone has cooked his food, in­
fused his drink, and discovered new kinds of 
food and drink. He alone has improved his 
dwelling, and devised and varied his clothing.
New ways of satisfying our primary appetites 
which prove pleasant and agreeable are re­
peated, until, by force of habit, a taste is formed, 
which quickly becomes an absolute want. Each 
new development has the stimulating effect of 
promoting and encouraging effort toward addi­
tional discoveries and inventions. Thus, as 
knowledge and skill continually increase, the 
range of our tastes and our artificial wants 
steadily expands with them. In addition to 
physical wants, man develops mental desires and 
needs by the aid of memory, imagination, and 
reason. These desires, in a similar manner, 
grow by what they feed on, limited only by the 
mental powers of the individual. Contact with 
other men increases desires through vanity, love 
of superiority, dread of inferiority, and imita­
tion. We buy new hats and clothing at Easter. 
We give presents at Christmas. The movies
[Forward to page 188178
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HERE is nothing very 
mysterious about at­
taining success in Ac­
countancy or in Busi­
ness. It is primarily a
matter of hard study, supplemented 
by the right kind of practice and 
experience. The trouble with most 
people is that they are not willing 
to study for any length of time and 
apply the results of their study. I 
know that whatever success I have 
attained has been due to deter­
mined effort rather than to any ex­
ceptional brilliancy.”
In these pointed words, Patrick 
F. Crowley, C.P.A. (Mass.), one of 
the earliest graduates of Pace In­
stitute, Boston, lays stress on the 
importance of systematic study as 
a means to the attainment of busi­
ness or professional success. Mr. 
Crowley’s words should be care­
fully heeded by all young men and 
women who have sense enough to 
give a thought now and then to 
where they will be five, ten, or 
fifteen years hence.
Mr. Crowley is to-day a partner 
in one of the most highly regarded 
law firms in Massachusetts, the firm 
of Parsons, Wadleigh & Crowley. 
This firm, while conducting an ex­
tensive law practice of a varied 
nature, is one of the few law firms 
in the country with foresight suffi­
cient to maintain an accounting de­
partment for the purpose of ren­
dering a high-grade technical serv­
ice to its clients. Mr. Crowley is 
the member of the firm who heads 
the accounting department and su­
pervises its activities. This bald 
statement of Mr. Crowley’s profes­
sional connection and duties suf­
fices to give the reader a fairly ade­
quate impression of his present re­
sponsibilities and growing oppor­
tunities.
Mr. Crowley’s business and pro­
fessional career is a story of handi­
caps overcome, problems solved, 
and difficulties removed. Never 
once did he permit himself to falter 
by the wayside or to become per­
manently discouraged, for he knew 
that if he could only keep on with 
his program of self-development, 
success would eventually come to 
him—and it has come.
Mr. Crowley was born fifty-four 
years ago, in Andover, Mass. He 
was educated in the public schools 
in Wakefield and in Lynn. He grad­
uated from the Commercial Course 
of the Lynn Evening High School, 
in 1899. His academic education 
was also supplemented by consid­
erable private tutoring. Circum­
stances made it necessary for him
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to get a job while he was still a 
youngster. He decided to go into 
the leather business. Accordingly, 
he secured a job as office boy with 
Donohue & White, manufacturers 
of morocco, Boston. He was with 
this firm nine years, from 1885 to 
1894, advancing from office boy to 
timekeeper, from timekeeper to 
bookkeeper, from bookkeeper to as­
sorter, and from assorter to sales­
man. It will be noted from a glance 
at the dates already given that he 
was studying at night.
Mr. Crowley then made a business 
change. He resigned his position 
with Donohue & White and entered
Patrick F. Crowley, C.P.A.
( Mass.)
Member of the firm of 
Parsons, Wadleigh & Crowley, 
Attorneys at Law 
Boston and Lynn, Mass.
the employ of H. F. McCarthy & 
Co., shoe manufacturers, Lynn. He 
was a successful salesman for this 
company from 1894 till 1900.
He then took another step up­
ward. He made a connection with 
the Cass & Daley Shoe Company, 
Salem, and became office and credit 
manager. He remained with this 
firm for thirteen years, from 1900 
to 1913. This position he resigned 
in order to engage in the profes­
sional practice of law and account­
ancy.
From 1911 till 1913 Mr. Crowley 
took the Pace Course in Account­
ancy and Business Administration, 
at Pace Institute, Boston, where he 
made a notable record for scholar­
ship. After graduating from the 
Pace Courses, he went on with his 
law studies, and in 1914, he was ad­
mitted to the Massachusetts bar. 
In this same year, he took the 
Massachusetts C.P.A. examination 
and received his professional de­
gree. For the next six years, 1913 
till 1919, Mr. Crowley practiced ac­
countancy and law in Lynn. He 
was so successful that he attracted 
the favorable attention of the law 
firm with which he is associated.
The matter of personality usu­
ally has to be taken into account 
in appraising any successful career. 
Mr. Crowley is no exception to this 
general rule. He is the sort of man 
who makes friends and keeps them, 
because of a genial manner and a 
way of meeting people that inspires 
loyalty and confidence. You can not 
talk with him five minutes without 
feeling that he is genuinely inter­
ested in you as an individual and 
in your vocational progress. It is 
this quality of being able to inter­
pret the other fellow’s view-point, 
and of being interested in it, that 
has played no little part in his pro­
fessional success.
Mr. Crowley’s opinion of the im­
portance of the study of Account­
ancy and Business Administration 
is succinctly set forth in the fol­
lowing letter:
“Modern Business has become a 
science. It is based on certain defi­
nite laws and principles—economic, 
financial, accounting, and legal. Any 
young man or young woman who 
wishes to be worthy of advance­
ment to a worth-while position in 
any kind of concern must master 
these principles. The best way of 
mastering them is through study 
and practical application afterward 
or at the same time as the study 
is being carried on. No matter 
what a person expects to do, he or 
she will be infinitely better qualified 
to attain success as a result of the 
systematic study of Accountancy.
“ There is no question about the 
opportunities for those who have 
been educated in this subject. Ev­
ery kind of business concern pre­
sents opportunities. The same 
thing is true with the professional 
practice of Accountancy; and the 
Federal Government, too, is on the 
lookout for trained accountants. 
As far as I can see, the opportuni­
ties for marketing a knowledge of 
Accountancy, many as they are at 
the present time, will rapidly in­
crease in number during the next 
ten years.”
Who’s 
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HE spirit of unrest 
and upheaval which 
pervades this coun­
try at the present 
time, seeking to destroy the 
foundations upon which our in­
stitutions are built, to change 
our representative form of gov­
ernment, through the agencies of the initiative, 
referendum, and recall to a pure democracy 
swayed by popular whim and passion, and to 
take, regulate, and control the property of one 
private citizen for the benefit of another pri­
vate citizen, has also given vent to criticism 
of the Supreme Court of the United States. 
The ancient sacredness which has surrounded 
that tribunal has been swept away, and upon 
the floor of Congress, upon the political plat­
form, and in the press, has the Supreme Court 
been bitterly and vehemently assailed for what 
is called its usurpation of power. The Supreme 
Court, it is claimed, has assumed to set aside 
as invalid and of no effect laws of the state 
legislatures, and even of the Federal Congress, 
without one word of authority from the instru­
ment to which it owes its existence, thus rais­
ing itself, through mere love of power, from the 
lowliest of the three branches of the Govern­
ment to the mightiest and most powerful. But 
is the Constitution as silent upon this question 
as we are led to suppose?
When the delegates from the several states 
met to draft the Constitution, they were actu­
ated by necessity. The Government, under the 
Articles of Confederation, had failed. The 
states had granted to it merely recommenda­
tory powers, with no means or authority for 
enforcing its recommendations. Each state 
retained its sovereignty complete. Under this 
system, no concerted action could be obtained, 
and the Confederacy was on the verge of falling 
into a number of independent states, with no 
mutual ties for assistance or defense. The 
powers of Europe stood by with greedy hands 
waiting for its disintegration. Hence, some­
thing was necessary to strengthen the Central 
Government.
The states were still jealous of their indi­
vidual sovereignty. Each had its own problems 
which it wished to solve for itself. Each loved 
too dearly its liberties and its right of self- 
government, wrung from the mother country 
only after years of struggle and sacrifice, to 
yield them lightly to another. Though forced 
by exigencies to deprive themselves of part of 
their powers, they granted away only such as 
were necessary to the formation of a central 
authority strong enough to save them from 
themselves within and the nations 
without. All other attributes of 
sovereignty they retained in them­
selves. Their right to govern 
themselves, under the Constitution, is absolute, 
unless they attempt to exercise powers reposing 
in the Federal Government, before whose su­
perior authority they must bend. “ This Con­
stitution, and the laws of the United States 
which shall be made in pursuance thereof * * *, 
shall be the supreme law of the land.” (Const., 
Art. IV, Sec. 2.) When two authorities con­
flict, one of which is supreme, the other must 
yield. If the law of a state is repugnant to the 
Constitution, it must fall. If the Congress of 
the United States, which has no powers other 
than those enumerated in the Constitution, 
makes a law not in pursuance thereof, it is in 
conflict with the sovereign rights of the states, 
which are supreme; hence, it is without author­
ity, and void.
Shall, as insisted, the final decision of the 
constitutionality of their own acts reside in the 
Federal Congress and the legislatures of the 
several states? If a state legislature should 
decide it had authority, Under the Constitution, 
to place certain laws upon the statute books, 
and if Congress should assume to enact laws 
repugnant thereto, whose mandates would pre­
vail? Both would be constitutional, valid, and 
enforceable, since both state and Federal gov­
ernments have sovereign powers within their 
particular spheres. Would a citizen, obeying 
the state statute, render himself liable to prose­
cution for disobeying the Federal Government, 
and would the one obeying the law of the 
United States be subject to punishment in the 
courts of the state? Two equal powers with 
inconsistent interests can not exercise juris­
diction, without conflict, over the same field. 
Chaos and confusion must result. The solu­
tion, to be peaceable, must be lodged in the 
hands of an impartial tribunal.
What shall be the nature of this tribunal? 
It is essential to the preservation of a strong 
central authority and for the sake of uniformity 
that the decision of these questions be left to 
a branch of the Federal Government, and not to 
the determination of each state, in its own way, 
and for its own interests. The Constitution 
itself, however, leaves no room for doubt. “ The 
Judicial power ” of the United States, which by 
Art. III, Sec. 1, is declared to “be vested in 
one Supreme Court, and in such inferior courts 
as the Congress may, from time to time, ordain 
and establish,” “ shall extend to all cases, in law 
and equity, arising under this Constitution, the 
laws of the United States,” etc. (Const. Art.
180
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III, Sec. 2, C1. 1.) Can it be seri­
ously contended that the question 
—whether or not a law of Congress 
is in pursuance of the organic act— 
does not present a case “ arising under this Con­
stitution ”?
It is true that the power residing in the Fed­
eral courts of declaring void an act of a coordin­
ate branch of the Government is a broad one. 
In some respects, it makes the judicial the 
superior of the other two departments of Gov­
ernment. But this was not the danger against 
which the framers of the Constitution sought 
to guard. The Government of the United 
States is a government of enumerated powers. 
The evil feared was not that the several branches 
of the central body would limit its authority to 
less than that actually granted, but that it would 
usurp the powers reserved to the states, and 
deprive them of their sovereignty. As we have 
seen, the question of whether or not a law is 
pursuant to the Constitution must, from neces­
sity, be determined by * some branch of the 
Federal Government; and, hence, the rights of 
the states were sought to be safeguarded by 
requiring that every law must ordinarily meet 
the approval of all three branches of the Gov­
ernment—the legislative, the executive, and the 
judicial. The great outbursts of popular disap­
proval which were, in the early days of the 
Republic, directed against Chief Justice Mar­
shall, that great spokesman for the Supreme 
Court on constitutional questions, were not the 
result of the cry, as at present, that he had, 
without authority, declared Acts of Congress 
void, but that he had, as it was then thought, 
construed the Constitution so liberally in up­
holding the power of Congress, as to limit the 
sovereignty of the states.
It may be that the time has come—although 
the believers in the strict doctrine of state’s 
rights are not yet extinct—when every means 
should be employed to enlarge the powers of 
the Federal Government, rather than to restrict 
them to Constitutional limitations. It may be 
that the Constitution has outlived its usefulness. 
If this be true, the remedy lies in amendment 
and revision. But, until amended, it remains, 
as it is, the supreme law of the land.
It is thus apparent that the right of the Su­
preme Court to declare void an Act of Con­
gress is a power granted to it by the plain and 
unambiguous language of the Constitution it­
self. No strained construction of its terms is 
necessary to uphold this jurisdiction of the 
courts of the United States. Indeed, such juris­
diction is but consistent with our form of gov­
ernment. The Government of the United States 
is a system of checks and balances. 
Each branch of the Government 
has only such powers as are 
directly, or impliedly, granted to it 
in the organic law. Each branch is surrounded 
by a barrier, which prevents it from transcend­
ing the authority vested in it by the Constitu­
tion and usurping the functions of its coordi­
nates. Each branch operates as a check upon the 
other, in order to minimize the danger of the 
whole encroaching upon the sovereignty of the 
several states, or restricting personal liberty.
Thus, an act, to become a law, must receive 
the approval of a majority of the members of 
both houses of Congress, and the sanction of 
the president, or be passed by a two-thirds vote 
over his veto—after which it becomes the sub­
ject of judicial scrutiny. Against false and 
fraudulent action on the part of the executive 
or the judiciary, the legislature is armed with 
the weapon of impeachment. Were the power 
of the Congress to determine the constitution­
ality of one of its own Acts supreme, a link 
in the chain of checks and balances would be 
broken. The authority of the legislative de­
partment would then be absolute and unlimited. 
The Constitution would have lost its legal 
effect and become of mere moral force. For 
instance, the whole system of government could 
be changed, or the Bill of Rights disregarded, 
with no redress left to the citizen, except such 
as he might have through the exercise of the 
privilege of suffrage—a slow remedy at best, 
and one which affords no compensation for 
damages sustained. What, too, would prevent 
the passage of an Act abolishing the right of 
suffrage, or its restriction to a favored class, 
as in soviet Russia?
In recent years, only too frequently have we 
seen legislation placed upon the statute books 
at the demand of a well-organized minority 
against the wishes of the unorganized majority. 
Of course, when such a situation exists, the 
majority could organize in defense. But the 
injury done might be irreparable. And the 
tyranny of the majority may be as great and 
as vicious as the tyranny of the minority. Has 
not the minority an equal right with the major­
ity to be secure in its constitutional guaranties 
of life, liberty, and property?
It may be that an absolute power vested in 
Congress alone to construe and interpret the 
Constitution would not be abused. But the 
danger is always present; at least, in cases 
where the legislators act in the mistaken belief 
that they are furthering the best interests of 
the people. Legislators, in the rush and hurry 
attending the transaction of public business,
[Forward to page 185181
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the conditions prevailing in a given 
case. Take, for instance, the case 
of a branch store selling, on a cash 
basis, the products of the home 
office. On the books of the home office an ac­
count with the branch would appear. This ac­
count would show a debit balance. It would be 
charged with advances of cash or merchandise, 
and credited with receipts or returns from the 
branch. All advances, as recorded on the books 
of the home office, would be traced to the ac­
counts of the branch—advances into the branch 
office cash fund, goods into the merchandise in­
ventory, etc. Discrepancies would be explained 
by goods or money in transit or, perhaps, by 
losses or defalcations. The expenditure of 
money by the branch would be vouched; daily 
receipts checked up with daily sales and traced 
into the bank; cash on hand counted and recon­
ciled with the petty advances as by the books of 
the home office, etc.
Another instance would be the station agent 
of the railroad company, who is charged on the 
main office books with ticket and other advances, 
with freight bills due for collection, receipts 
from telegrams, etc. He must account for this 
amount by tickets on hand or in transit, cash 
on hand or in transit, unpaid freight bills, etc. 
This would be checked up by a count of tickets, 
cash, and an examination of the business done 
on account of freight, telegraph, and other 
services.
THIS Department 
does not publish 
answers to all of 
the questions re­
ceived, but only to those which 
we deem to be of general in­
terest to our readers. A com­
munication, in order to receive
attention, must contain the name and the ad­
dress of the person asking the question.
Q
A
WILL you please outline for me the pro­cedure necessary in recording a note re­ceivable which has been dishonored by our cus­
tomer? We discounted this note at the bank, 
but the customer did not pay it at maturity.
At the time the note was received, you prob­
ably made entry, as follows:
NOTES RECEIVABLE ............................ $ xx
To CUSTOMER .................................. $ xx
When the note was discounted by the bank, 
the entry was:
CASH ...................................................
DISCOUNT ......................................
To NOTES RECEIVABLE
If the note was an interest-bearing note, the 
entry at the time of discounting 
follows:
CASH ..................................................................
DISCOUNT .....................................................
To NOTES RECEIVABLE.............
INTEREST ....................................
XX
XX
$ XX
it was
XX
XX
$
as
XX
XX
Q
A
A note receivable is a negotiable instrument; 
negotiable, however, only up to the time of its 
due date. It ceases to be negotiable after its 
due date. When, therefore, it is dishonored, 
it means that the customer’s account reverts to 
the status of an open account with you. You 
should, therefore, credit Cash for the amount 
that you are forced to pay to the bank to take 
up this dishonored note, and you should charge 
your customer’s account with it. Do not charge 
Note Receivable Account, as the note is no 
longer a good note.
If you paid the usual protest fee, the amount 
of the protest fee should be charged to the cus­
tomer, in addition to the other money you paid 
to the bank, since the customer should be re­
quired to stand the expense incident to his own 
negligence in failing to meet his obligations.
WILL you kindly outline the duties of a staff auditor in the employ of a concern with several branches or agencies?
It should be the duty of the staff auditor to 
reconcile the accounts of the branch or agency 
with the books of the home office. The details 
of such reconciliation would vary according to
I AM in a quandary over a question which, if permissible, I should like to have answered, if you are willing to answer it for the benefit 
of a subscriber.
Can an approximate figure of inventory at 
the close of the first six months of the year 1920 
be arrived at if a firm does not do business on 
the perpetual inventory plan? If so, how can 
this be done? The nature of the business is 
manufacturing chemist, in business two and one- 
half years.
Inventory figures used in determining profit 
are usually obtained in one of three ways:
(a) By reference to a perpetual inventory.
(b) By actual inspection and count.
(c) By estimating on the percentage of gross 
profit basis.
Method (b) is the only sure method of obtain­
ing an accurate inventory. Reliance on method 
(a) is often had, but the amounts shown by the 
perpetual inventory records are usually, at in­
tervals, checked against an actual physical in­
ventory taken, and the perpetual inventory 
balances are adjusted.
If the percentage of profit on sales is sub-
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stantially uniform throughout a 
period, a fairly accurate estimate 
of inventory can sometimes be ob­
tained by applying the gross profit 
test—method (c). This test consists in the de­
duction from the total sales made of the esti­
mated gross profit on the sales. The remaining 
figure is the cost of goods sold. Deducting this 
figure for cost of goods sold from opening in­
ventory, plus purchases, will give the assumed 
amount of inventory on hand.
A calculation will explain the procedure in 
more detail. Assume that there were $11,000.00 
of sales, and that it was estimated that the gross 
profit was 10 per cent. Assume also that the 
opening inventory was $5,000.00, and that the 
purchases during the year, were $20,000.00. The 
calculation would be as follows:
Opening Inventory 
Purchases...............
$5,000.00
20,000.00
Q
A
Cost of Goods Sold: 
Sales ........................
Profit .....................
Assumed Inventory
$25,000.00
$11,000.00
1,000.00 
-------------- 10,000.00
$15,000.00
This method of determining inventory by the 
application of the gross profit test depends for 
its accuracy upon many factors which are likely 
to fluctuate, and usually is not to be recom­
mended, especially in the business of manufac­
turing chemist, in which the gross profits in the 
various lines are so different, and in which 
prices are likely to change at such frequent in­
tervals.
IN reading over several works on accounting subjects, I find the authors devote much at­tention to the use of the cash-book, sales book, 
purchase book, etc. In our business, we use one 
book with a number of columns, and it seems 
to be quite satisfactory. The head of the con­
cern, however, seems to wish to discard our 
method and to install these other books. Will 
you please give me your opinion as to the ad­
visability of doing this?
The Cash-book Journal, which is probably the 
book which you employ, is nothing more or less 
than a columnar Journal. It is entirely satis­
factory under certain circumstances. In a busi­
ness, however, where several clerks are likely to 
work on the various parts of the bookkeeping 
record at the same time, as, for instance, where 
the volume of work is sufficient to justify the 
employment of a clerk to handle the sales, a
clerk to handle the purchases, etc., 
or where the work is of such a na­
ture that the bookkeeping must be 
done as opportunity offers, it would 
probably be found that the Cash-book Journal
could not be worked with advantage.
WILL you please give me some informa­tion with respect to the Federal capital­stock tax? A blank form of the return came 
to our office to-day, which calls for details show­
ing the value of the stock of the corporation 
on which the tax is levied at $1 for $1,000, after 
deducting $5,000. You will, no doubt, know the 
tax to which I refer.
The Federal capital-stock tax is a Federal 
corporation excise tax, payable in advance, for 
the privilege of doing business from July 1st 
in any year to June 30th of the succeeding year. 
Information must be rendered on form 707 
during the month of July. On the basis of the 
information shown on this return, the Collector 
of Internal Revenue for your district will ren­
der a notice of assessment of tax, and the tax 
must be paid within ten days after the service 
of the notice. The penalty for failing to pay 
at the proper time is 5 per cent, additional on 
the amount of the tax, and interest at the rate 
of 1 per cent. a month.
The tax is levied on the basis of fair value of 
the capital stock of the corporation. This fair 
value is determined in one of three ways:
(a) On the basis of the Balance Sheet drawn 
off as at the closing date of the fiscal year next 
preceding June 30th; or, if the fiscal year ends 
June 30th, then as at June 30th. Provision is 
made for adjustment of the book Balance Sheet, 
so that an adjusted Balance Sheet representing 
actual values may be presented.
(b) On the basis of quotations or outside sales 
prices.
(c) On the basis of capitalization of income.
The Internal Revenue Department will assess 
the corporation on the basis of the figures shown 
by (a), (b), or (c), whichever is the highest 
valuation. The tax is $1 on each $1,000 fair 
value in excess of $5,000.
This tax has no connection with the Federal 
corporation income and profits tax, but is in ad­
dition thereto.In response to a request from Mr. J. C. Pen- 
ney, of the J. C. Penney Company, Inc., for 
a comprehensive definition of the term “ Busi­
ness,” Homer S. Pace furnished the following:
“ Business is a profit activity which directly 
or indirectly promotes the production and dis­
tribution of commodities, or the rendering of 
services.”
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TEADINESS—capacity to keep 
on plugging, once a productive 
course of procedure is mapped 
out—this is the one quality 
which eventually makes success 
certain. The world is full of 
brilliant beginners who, sooner 
or later, when doing the same
kind of thing begins to pall, change their goals 
of endeavor, and shift to something else. The 
result is that, however brilliant they are, they 
never attain real success, which usually requires 
persistent devotion to one idea for a consider­
able stretch of time. Doing the thing that must 
be done week in and week out for the sake of 
the cumulative effect that spells success—this 
is the sort of program that tests one’s mettle, 
strengthens one’s fiber, and compels success.
How do you finally secure and maintain the 
pink of physical condition? By taking sys­
tematic exercise day in and day out, week in 
and week out, month in and month out, without 
permitting anything to interfere with your pre­
determined exercises. How do you get any­
thing out of a course of study? By attending 
all class sessions, by doing all the written work 
required, and by steadily applying the theory 
you learn to practical affairs. How do you keep 
a satisfactory average of sales for a given 
period? By calling on logical prospects stead­
ily, regardless of your fleeting moods or the 
state of the weather. How do you accumulate 
a savings fund? By putting aside regularly and 
systematically a percentage amount of your 
earnings for a protracted period of time, with­
out yielding to the temptation to spend money 
even on the things that you may really need.
Anybody can make good resolutions—can 
make a good start, but it takes a man or woman 
of unyielding resolution to keep a worth-while 
program active for a considerable period of time. 
It is when the novelty wears off, when the first
enthusiasm begins to ebb, that the plodder re­
veals the steadiness of purpose that will ulti­
mately insure his attainment of the goal desired. 
You remember the fable of the hare and the 
tortoise that ran the race. Let the tortoise be 
the one that teaches you your lesson, for it was 
the tortoise, you remember, which, by keeping 
everlastingly at it, eventually won the race.
ONE of the most successful executives thatI know of is the controller of a big organ­ization which is housed in a neighboring office 
building. The controller’s office is situated in 
the far corner of the twelfth floor. The office 
is glass-encased, so that it is possible for him, 
whenever he wishes, to note the activities of 
the three hundred men and women who are in 
his department, and also to see whoever calls 
on him before the latter reaches his office. It 
is an unwritten law that whenever the con­
troller is not engaged with somebody in his 
office, he will be very glad to see whoever calls, 
whatever his business. It is never necessary 
for a caller to send in his card. He can see 
whether Mr. Blank is busy or not, and govern 
himself accordingly. The other day when I 
called, I could not help but notice the friend­
liness of the atmosphere of the entire depart­
ment—a condition at least partly due to the 
fact that the controller, being a thoroughly 
human man, is perfectly willing to take chances 
on having his time wasted by the calling public. 
I sometimes think that it would be a good plan 
for other high executives that I know to pull 
down the barriers that hide them from their 
associates and outsiders. Morale inside the or­
ganization and good-will outside it would surely 
be stimulated.
THE Niagara Fire Insurance Company, 123 William Street, New York, by means of plainly printed posters, directs the attention of 
its employees to certain basic principles that 
underlie “ Winning a Position.” These prin­
ciples follow:
Do your day’s work every day. 
Strive for 100 per cent. efficiency.
Obey orders and regulations cheerfully, hon­
estly, and conscientiously.
Do your full duty on time all the time.
Be considerate of others; be helpful and 
cheerful and courteous.
Don’t be a drifter; a rover; have an aim.
Follow these principles steadily; be patient. 
There is plenty of food for thought here for 
young men and women who are really anxious 
to attain business success, and who need only 
to be guided aright as to proper methods.
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and hampered by the importunities 
of influential, but selfish constitu­
ents, are not always in the position 
to view as carefully and dispassion­
ately as courts of justice the far- 
reaching effect of the laws promul­
gated by them, and the inequalities 
and injustices resulting therefrom. 
Even now, with the possibility of 
judicial review attaching to every 
statute, which would naturally tend 
to make it, before passage, the sub­
ject of careful scrutiny at the hands 
of the law-making body, many stat­
utes are enacted, which, to the le­
gal, and even to the lay, mind, are 
in direct contravention of the Con­
stitution. The Supreme Court re­
ports are full of cases involving 
laws, which, if enforced, would de­
prive citizens of their liberty and 
property without due process of 
law or just compensation being 
rendered therefor.
It is asserted that if Congress 
enacts that the statutes promulgated 
by it shall not be declared uncon­
stitutional, the courts are bound to 
obey, and attempts to attach such 
a provision to Acts of Congress 
have recently been made. It is 
claimed that the Supreme Court has 
admitted this to be true in the case 
of Ex Parte McCardle, 7 Wall., 
506. But let us analyze this case 
to see what it actually decides. The 
question there before the court was 
its jurisdiction on appeal, where 
Congress had made the judgment of 
the lower court final. The Consti­
tution (Art. III, Sec. 2, C1. 1) 
enumerates certain cases in which 
the Supreme Court shall have orig­
inal jurisdiction, and then provides 
that “ in all the other cases above 
mentioned, the Supreme Court shall 
have appellate jurisdiction, both as 
to law and fact, with such excep­
tions, and under such regulations, 
as the Congress shall make.” The 
Supreme Court held—and this was 
all it held—that, as the case before 
it did not come within the category 
over which it had original juris­
diction, Congress could properly 
place it among the exceptions to 
the appellate power. The action 
of the legislative body was not in 
violation of the mandates of the 
fundamental law, but in pursuance 
thereof.
Chief Justice Marshall, in the 
early and much-cited case of Mar­
bury v. Madison, 1 Cranch, 137, laid 
down the doctrine, supported by 
reasoning that can not be contro­
verted, that it is essential to the 
preservation of our system of gov­
ernment that a check be placed 
upon the power of the legislative 
department. From that day down
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to the present, this principle has 
been followed without exception by 
the Supreme Court. That it was 
also recognized in the McCardle 
case, and in no way modified, is 
manifest from the language of the 
opinion, in which the court said: 
“We are not at liberty to inquire 
into the motives of the legislature. 
We can only examine into its power 
under the Constitution."
The Supreme Court has not at­
tempted to enlarge the power thus 
granted. It has never sought to set 
up its judgment as to the necessity 
for, or desirability of, a law against 
the judgment of the legislature. On 
these matters, the finding of Con­
gress is held conclusive by the 
courts. No law has ever been set 
aside, merely because the Supreme 
Court believed it detrimental to the 
interests of the people, unless it 
was also violative of the Constitu­
tion. In an early case (Fletcher v. 
Peck, 6 Cranch, 87), the following 
rule was laid down for the guid­
ance of the Federal courts: “ But 
it is not on slight implication and 
vague conjecture that the legisla­
ture is to be pronounced to have 
transcended its powers, and its act 
to be considered as void. The op­
position between the Constitution 
and the law should be such that the 
judge feels a clear and strong con­
viction of their incompatibility 
with each other.” Under this rule, 
a court approaches the decision of 
a constitutional question impressed 
fully with the delicacy of its posi­
tion and with the presumption 
weighing heavily in favor of the 
validity of the law. If a “ rational 
doubt ” exists in the mind of the 
judge, the legislative enactment 
must be upheld. “ It is also a 
maxim of constitution law that a 
legislature is presumed to have act­
ed within constitutional limits, 
upon full knowledge of the facts, 
and with the purpose of promoting 
the interest of the people as a 
whole, and courts will not lightly 
hold that an act duly passed by the 
legislature was one in the enact­
ment of which it has transcended 
its power.” (Atchison, Topeka, etc., 
Railroad v. Matthews, 174 U. S. 96.) 
A careful review of the reported 
cases leads to the conclusion that, 
if the Supreme Court has erred, it 
has been in giving force and effect 
to laws of doubtful validity, rather 
than in overturning the will of Con­
gress as therein expressed.
THE success of the Fall Dance held by the Pace Club, at the Hotel Commodore, on Satur­
day evening, October 16th, was so 
complete that we think it deserving 
of a few commendatory remarks in 
the columns of The Pace Student.
We wish to assure the members 
of the school who participated in 
the arrangements, but were unable 
to attend the dance, and also those 
students and their friends who were 
present, our appreciation of their 
individual efforts, the sum total of 
which made the entire evening the 
huge success that it proved to be.
While it is true that it was a 
trifle warm, it in no way dampened 
the ardor of the many couples who 
were continually taking advantage 
of the seemingly never ceasing 
music. From the slow, dreamy 
waltz to the enlivening one step, 
the music met every need; and those 
who had a particular preference of 
any kind in the way of dance music, 
the orchestras were able to satisfy 
in every way. There were two 
orchestras that furnished unsur­
passed music—the Hotel Commo­
dore Orchestra, composed of fifteen 
men, and Mr. Rick’s Jazz Band of 
ten men, all extremely competent 
with their instruments.
Dancing started promptly at 8:30 
and continued until 1:30, the peak 
being reached at 11:30, when there 
were approximately one thousand 
couples dancing at one time.
Needless to say, due to the warm 
weather, the delicious fruit punch 
was much in demand. We were 
amply provided with refreshments, 
and were well able to handle the 
large crowd with speed and satis­
faction to all. The grand march 
was a noteworthy part of the pro­
gram, the conclusion of which was 
met with many cheers and encores 
as the assembled dancers marched 
down the hall headed by President 
J. Bulin and his staff of officers.
Mr. Alfred Upson, our old friend 
and instructor, awarded the two 
prizes to the winners of the ticket­
selling contest. The first prize, a 
ten dollar gold piece, was won by 
Mr. Lovelock; and the second prize, 
a five dollar gold piece, was won by 
Mr. Grossman. The contest was 
keenly contested, and it was with 
great interest that the results were 
announced.
There were many other interest­
ing things that contributed to the 
feeling of good fellowship among 
the members of the Pace Club and 
its guests. In fine, our second en­
deavor was even more of a success 
than we had expected it to be.
Pace 
Club 
Dance
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COMMISSION, as 
the term is gener­
ally understood in 
business, is the
brokerage or allowance given as 
the reward for the sale of a 
given commodity. We are fa­
miliar with the idea that there
be kept in order to show properly 
its obligations to the men. Inas­
much as commissions are based 
upon sales, it is through the sales
record that information must come. Each sale as 
made must show through which salesman it was 
made. This is usually accomplished by writing 
the salesman’s name in a designated space on the 
copy reserved for office use. Hence, at the end 
of the month, it will be possible to separate the 
month’s sales by salesmen. There are several 
methods of doing this which offer possibilities 
of combination.
1. A simple adding-machine list may be taken 
of each man’s sales.
2. An additional copy of the sales invoice 
may be sorted and bound by salesmen.
3. A regular commission sheet may be made 
up, as:
By
Harold M. 
Horton, 
Accounting 
Faculty, 
Pace 
Institute
Mr. Adams.
Date Sold to Kind of Merchandise Quantity Value
Returns
In any event, the scheme used must give the 
office exact information as to the sales each 
man has made to his customers, as well as the 
returns those customers have made the com­
pany. It very often happens that a different 
commission rate is applicable to two kinds of 
goods—a method which necessitates, of course, 
a differentiation in the month’s recapitulation.
With these facts in view, let us consider the 
effect of commission selling upon the books of 
the Acme Company. The simplest condition 
would obtain if Mr. Adams worked for com­
mission only. Assuming his commission sheet 
showed sales amounting to $21,000, returns of 
$1,000, and he was entitled to 3 
effect would be—
are two outstanding methods of marketing 
goods. The first is the direct purchase and 
sale method, where the return is the excess of 
selling price over expense necessary to obtain 
the sale where goods are purchased outright 
and sold at the most favorable price obtainable. 
The second is the sale of goods through one 
who acts as an agent, where the return, as far 
as the agent is concerned, is a certain agreed 
fixed percentage of the sale made.
We find that in the retail business, where the 
trader does not have to seek a market for his 
goods, the first of these conditions exists. In 
the manufacturing or wholesale business, how­
ever, there is usually the necessity of seeking a 
market, and, in consequence, agents of the or­
ganization offer the product for sale, either 
through offices established in different cities 
or by personal visitation. The traveling sales­
man has long been a familiar sight.
The salesman selling on a commission basis 
was the natural outgrowth of the selling situa­
tion, as the bonus and piece wage system was 
later developed to increase production in manu­
facturing. It is evident that a person works 
better when it brings him a corresponding bet­
ter return. Hence it is that the basis of pay 
to the employee changed from the weekly or 
monthly wage to the commission basis. To-day, 
the salesman works either on straight-commis­
sion or on a salary-commission basis; or, what 
amounts to the same thing, he works on com­
mission, and is accorded the privilege of draw­
ing weekly against the commissions he is ex­
pected to earn. Mr. Adams, for example, selling 
the product of The Acme Manufacturing Com­
pany, may be entitled to 3 per cent. on his sales, 
commission to be determined each month; may 
draw $50 per week, which amount is later to 
be deducted from his commissions; and, in ad­
dition, may be given an advance to cover travel­
ing expenses, which are to be paid by the Acme 
Company as he sends in his travel expense 
vouchers. There are variations in the above, of 
course, but the facts as presented cover the case 
thoroughly enough to give us a basis for con­
sidering the handling of commission transac­
tions on the books of the Acme Company.
Assuming that the Company has a number of 
such salesmen, let us see how its records must
per cent., the
$600.00
$600.00
COMMISSIONS 
To CASH ..
set up mightand the Commission Account as 
appear—
Commissions
closed into 
accounting
amount of
This would be a nominal account, 
Profit and Loss at the end of the 
period.
It usually happens that the full
commission is not paid in cash each month, a
certain amount being withheld to provide 
against returned goods, a final adjustment being 
made once a year or season, or perhaps only 
when the salesman leaves the concern. If, under
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July 31 To Cash, Mr. Adams $600.00
“ “ Mr. Baker 500.00
etc.............
these conditions, Mr. Adams had earned $600.00, 
of which $500.00 was to be paid him at once, a 
Journal entry would be in order each month, 
and an account with him set up on the book of 
the Acme Company, as follows:
COMMISSIONS .................................... $600.00
To MR. ADAMS............................ $600.00
The General Ledger would have the account 
“Accrued Commissions,” appearing as follows:
Accrued Commissions
July 31 To Commission— 
July.................................... $1,500.00
while the Salesmen’s Ledger would contain the 
accounts:
For commissions earned July, 1920, for detail 
see commission sheets.
MR. ADAMS ......................................... $500.00
To CASH ......................................... $500.00
The Commission Account would show as be­
fore, a nominal account, while the account with 
Mr. Adams would appear among the liabilities, 
as follows:
Mr. Adams
Aug. 5 To Cash................... $500.00 July 31 By Commission—
July.....................$600.00
As suggested before, it is customary to allow 
the salesman to draw against his commissions, 
so that instead of waiting until the end of the 
month in which the commissions were booked, 
Mr. Adams might have received weekly checks, 
in which case his account might have been—
Mr. Adams
July 5 To Cash Advance $500.00 July 31. By Commission—
12 “ “ “ 50.00 July...................... $600.00
19 “ “ “ 150.00 
26 “ “ “ 50.00 
Under these circumstances, Mr. Adams’s ac­
count might appear with either a debit or credit 
balance, representing either an asset or a lia­
bility. In case he should leave the Acme Com­
pany, it might be necessary to write the account 
off as a bad debt, as in the case of any other 
uncollectible account receivable.
When there are a number of salesmen, it be­
comes inconvenient to burden the General 
Ledger with separate accounts for each sales­
man, and we have recourse to the controlling 
account principle. An account “Accrued Com­
mission ” is set up on the General Ledger which 
is credited each month with all commissions 
earned, a separate Salesmen’s Ledger showing 
the details of the account. At the end of the 
month, the Journal entry would be—
COMMISSIONS EARNED ......... $1,500.00
To ACCRUED COMMIS­
SIONS ...................................... $1,500.00
For commissions earned in July, as follows:
Mr. Adams ............................................................... $600.00
Mr. Baker ................................................................. 500.00
Mr. Cooley ............................................................... 400.00
Mr. Adams Mr. Baker Mr. Cooley
| $600.00 | $500.00 | $400.00
Payments to the salesmen would call for a 
special column in the Cash-book similar to the 
one we are familiar with, as used in connection 
with accounts receivable—
(Credit side of Cash-book)
Date Name Net Cash
Dis­
count
Accounts 
Payable
Commis­
sions 
Accrued
July 5 Mr. Adams $ 50.00 $ 50.00
“ Baker 150.00 150.00
“ Cooley 100.00 100.00
July 31 Total 300.00 300.00
and as the individual accounts in the Commis­
sion Ledger are charged for the separate 
amounts they have drawn, so at the end of the 
month, the total of Accrued Commission is 
charged to that account in the General Ledger.
Accrued Commissions (General Ledger)
July 31 To Cash................. $300.00 July 31 By Commissions
July......................$1,500.00
(On Salemen’s Commission Ledger)
Mr. Adams 
$50.00   $600.00 .
Mr. Baker 
$150.00  $500.00
Mr. Cooley 
$100.00  $400.00
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become a national amusement and 
industry. Yesterday, we rode on 
bicycles; to-day we use autos; to­
morrow, the airplane will be our 
common means of transport. The 
greater the development of the 
mental and moral faculties, the 
greater is the number of our de­
sires. The more continuous their 
gratification, the more confirmed 
a habit does their satisfaction be­
come. We never reach the stage 
where all our wishes are gratified. 
There is nothing further from the 
truth than the idea of the paucity 
and brevity of human wants.
Man’s Struggle Within Himself
This reveals a third conflict—that 
within the individual himself. The 
fact of scarcity necessarily means 
that if one desire is satisfied, it 
must be at the expense of another. 
What I spend for luxuries, I can 
not spend for necessities. What I 
spend for food, I can not spend for 
clothing. What I spend for one 
kind of food, I can not spend for 
another kind. So I am confronted 
with the necessity of making a 
choice between several things. In 
order to choose, I must make a 
comparison between them, and de­
termine which I value most. My 
choice may be the result of a mere 
vague preference, without any ex­
act measurable determination of the 
degree of preference. Usually, how­
ever, it can be expressed in a defi­
nite, mathematical ratio.
In Figure One, the line ab 
through x and above y indicates 
that the value of x is greater than 
that of y, but that the degree of 
difference is indefinite.
Satisfaction 
per Unit
Valuation 
Scale
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In Figure Two, taking a number 
of things, X, Y, Z, etc., and esti­
mating their relative value, we may 
express the value of any of them 
in terms of any one of the others. 
If Q is taken as a common unit 
for measuring value, we may ex­
press the value of any of the others 
in terms of Q, the line ab recording 
these varying values.
We may also conclude that any 
single want can be satisfied com­
pletely, provided no changes occur 
in the consumer, and provided no 
time for recuperation from stimuli 
is permitted. As added units of 
the desired article are consumed, a 
continual diminution of satisfaction 
per unit occurs. Sooner or later, 
the point of satiety is reached. For 
example, one orange eaten gives 
considerable satisfaction; the sec­
ond, however, gives less satisfac­
tion than the first; the third, less 
than the second; and so on, until 
the satisfaction derived is zero; and 
if consumption continues beyond 
this point, it becomes negative sat­
isfaction, or disgust. This may be 
shown by the diagram in Figure 
Three.
This diagram also indicates that 
as to any given commodity, the last 
or marginal desire, which originally 
was the least intense of all the de­
sires, now is the measure of the 
value of each and every unit of the 
entire stock on hand. As all of the 
units of the commodity are similar, 
no particular one at a given moment 
can be valued more highly than any 
other. This fact constitutes the 
principle of marginal valuation, 
based on the least intense desire, 
or the principle of indifference, 
based on the equal utility of all the 
units available.
This principle may be illustrated 
by the diagram in Figure Four,2 
where the horizontal distance mea­
sures the number of units of a par­
ticular commodity, and the perpen­
dicular distance the marginal valu­
ations per unit. If we have a 
supply of 10 units, and if we as- 
2F. A. Fetter, Economic Principles.
sume that the marginal valuation 
of each unit is 30, then the value 
of the entire stock is 300, as shown 
by the rectangle xb. If our stock 
is 15 units, then, as there will be 
fewer wants left unsatisfied, the 
marginal valuation will be lower; 
for example, 25, or a total value of 
375, represented by the rectangle 
xc. This simply means that when 
the supply of the article is small, 
we set a high valuation per unit 
upon it; and when the supply is 
large, our valuation per unit is 
small—a fact borne out by our daily 
experience.
In attempting to satisfy our va­
rious wants, we naturally satisfy 
the most pressing one first, and we 
also tend to apply our expenditures 
to all our wants in such a way as 
to secure equal marginal utility, so 
called, from each; that is, we try 
to continue our consumption of no 
commodity so far that the last unit 
consumed gives less satisfaction 
than might have been secured by 
an equal expenditure for some other 
commodity. To illustrate, the fol­
lowing table, Figure Five, shows 
six commodities (A to F) in the 
order of their value to a given 
consumer. The Arabic numerals 
indicate the intensity of satisfac­
tion to be derived from the con-
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Valuation Scale
sumption of the first, second, third, 
or subsequent unit of each com­
modity. Assume, now, that the 
same expenditure is necessary, to 
secure any unit of any commodity. 
If, then, a person can secure only 
one unit, he will naturally take a 
unit of A and get satisfaction ten. 
If he can get two units, he may 
take two of A or one of A and one 
of B and derive equal satisfaction, 
nineteen, from either choice. A 
person choosing three units would 
select two of A and one of B, de­
riving a satisfaction of twenty­
eight, and so on.
This table must not mislead us, 
however. If we add on other com­
modities, it would seem to imply 
that the sum total of human wants 
can be sated, and this we know to 
be impossible. If, again, the fig­
ures were charted, the curve of de­
scending utility would be at the 
same angle for each want. This is 
not true in actual life. The curve 
of utility obviously descends more 
rapidly for automobiles than for 
loaves of bread. The desire for 
bread is much more elastic than for 
automobiles. Finally, we must not 
suppose that satisfactions can be 
measured in any such definite way 
as shown. The chart clearly illus­
trates the principle involved.
All these phenomena of struggle 
indicate that everywhere and con­
stantly in the world there is going 
on a threefold conflict: between 
Man and Nature, between man and 
man, and between the different in­
terests of the same man. This at­
tempt of Man to get into harmony 
with Nature may be diagrammed by 
showing his “ ways of getting a liv­
ing,” as in Figure Six.3
3T. N. Carver, Principals of Rural Eco­
nomics.
1. Uneconomical
Ways of 
Getting 
a Living
1. Destructive
(2. Neutral
1. Primary 
Industries
2. Secondary 
Industries
War
Piracy
Plunder
Swindling 
Counterfeiting 
Adulteration of 
goods
Monopolizing
 Marrying wealth 
 Inheriting wealth
Farming
Mining
Hunting
Fishing 
Lumbering
Manufacturing 
Transporting 
Storing 
Merchandising
3. Personal or 
Professional 
Service
Healing 
Teaching 
Inspiring 
  Governing
Amusing 
 Etc.
 2. Economical
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Wealth
By wealth, in its ordinary sense, 
we mean material objects owned by 
human beings and external to the 
owner.4 Every human being is a 
“ material object,” and is owned 
either by another human being, as 
in the case of slavery, or by him­
self, if he is a freeman. But, ordi­
narily, we except ourselves from 
the category of “ wealth,” just as 
we separate ourselves, with equal 
inconsistency, from the category of 
“animals.” Wealth, then, includes 
the food we eat, the clothing we 
wear, the dwellings we inhabit, the 
merchandise we buy and sell, the 
tools, machinery, factories, ships, 
and railways, by which other wealth 
is manufactured and transported, 
the land on which we live and work, 
and the gold by which we buy and 
sell other wealth. It does not in­
clude the sun, moon, or stars, for 
no man owns them. They are not 
the object of any one’s desires. 
Wealth is at present confined to 
this little planet of ours, and only 
to certain parts of that, namely, the 
appropriated sections of its surface 
and the appropriated objects upon 
that surface.
Therefore, we may make a dis­
tinction between “ free ” goods and 
“ economic ” goods. Free goods are 
things which are so plentiful as to 
satisfy all desires for them. Con­
sequently, they have no value in the 
economic sense, since value only 
attaches to those objects which we 
strive to obtain and to make our
4Irving Fisher, Elementary Principles 
of Economics.
exclusive possession, in order to 
satisfy our want of them. These 
latter objects, then, since they must 
be economized, are economic goods, 
or wealth, as we have defined it.
Since wealth consists of those 
material objects which satisfy hu­
man wants, we may attempt to 
classify them in accordance with 
some consistent plan as below:
Figure Seven3
The Means of Satisfying Wants 
Useful things or goods.
1. Free goods: not the objects of
economic endeavor, hence 
non-economic goods.
2. Scarce goods: the objects of
economic endeavor, hence 
economic goods, or wealth.
A. Land and natural resources.
B. Produced goods.
1. Consumer’s goods.
a. Consumed by their own­
ers.
b. Loaned, rented, or hired 
by their owners for an 
income (Private, or ac­
quisitive, capital).
2. Producers goods. (Social, 
or productive, capital). 
Another way of classify­
ing wealth is as shown in 
Figure Eight.
Figure Eight5
Forms of Wealth
1. Real Estate.
A. Land.
1. Productive land.
a. Crop land.
b. Grazing land.
c. Timber land.
d. Mining land. 
e. Hunting land. 
f. Fisheries.
2. Ways of transit.
a. Railways.
b. Roadways.
c. Waterways.
d. Parks.
3. Building land.
B. Land improvements.
1. Buildings.
2. Improvements on high­
ways.
a. Overhead.
b. Underground.
c. Surfacing.
d. Bridging.
3. Minor.
2. Commodities.
A. Raw materials.
1. Mineral.
2. Agricultural.
3. Manufactured.
B. Finished products.
1. Consumable.
a. By being burned.
b. By being eaten or drunk.
c. By being otherwise used.
2. Durable.
a. Mechanical devices.
b. Animals.
c. Hard money.
5 Irving Fisher, The Nature of Capital 
and Income.Fig. 6
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d. Clothing and jewelry.
e. Furniture, works of art.
f. Reading matter.
g. Minor.
3. Human beings.
a. Slave.
b. Free.
Other classifications may also be 
worked out, but those given sug­
gest the main lines of division, ac­
cording to the general concept of 
wealth held by most men.
Conclusion
We have then, as the basis for 
our study of the social sciences, 
these two opposing groups of fac­
tors and forces. On the one side, 
Man and his wants; on the other, 
Nature and her wealth. The ways 
in which we as human beings at­
tempt to work out a final harmony 
between our wants and Nature’s 
wealth constitutes the subject-mat­
ter of this study. Contemplating 
this interplay of forces in their ma­
terial aspects especially, and for­
mulating theories and principles 
from the observations taken, belong 
to the special province of Econom­
ics. It is the fundamental science 
out of which all the other social 
sciences grow and develop.
It may be worth while to follow 
up this conclusion to see what pos­
sibilities of escape there are from 
this situation imposed on us by eco­
nomic scarcity.
If we assume that Nature is 
beneficent and Man at fault, then we 
must conclude that desires must be 
curbed and subjected to Nature’s 
will. But if, instead, we assume 
that human nature is sound, then 
we must take the stand that exter­
nal nature must be made to yield 
to the satisfaction of Man’s desires. 
This is the modern industrial the­
ory in its ever quickening pursuit 
of wealth and luxury. A complete 
solution of the problem by either 
of these methods seems unlikely. 
In the first place, human desires, 
especially the elementary ones, re­
fuse to be repressed. In the second 
place, it seems utterly impossible 
to go on forever increasing eco­
nomic goods to meet an ever grow­
ing demand arising from an indefi­
nite increase in population. For 
any check upon the increase of pop­
ulation is in itself evidence of an 
economic scarcity, which is what 
we are aiming to overcome.
Even with economic scarcity, we 
may overcome some of the antag­
onism between man and man, if we 
can substitute altruism for egoism. 
If I could reach the point where 
I enjoyed the food consumed by my 
neighbor as much as I do that con­
sumed by my children, and if my 
neighbor could do the same, there 
would cease to be any antagonism 
as to food. If this attitude were 
to become universal, the moral 
problem would be solved and the 
millennium reached. Whether such
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a change in human nature will ever 
be brought about is a question.
In the meantime, what is being 
done to alleviate the worst features 
of the situation?
1. Every improvement in the arts 
of production, whereby a given 
amount of labor produces a greater 
quantity of the means of satisfying 
wants, obviously tends to reduce 
economic scarcity.
2. Every curb upon inordinate 
and extravagant desires, with em­
phasis upon the doctrine of the 
simple life, means fewer wants to 
be satisfied.
3. A fuller appreciation of the 
responsibilities of parenthood, 
to keep the discrepancy between 
numbers and goods at a minimum.
4. Finally, a more general and 
widespread altruism, more of the 
spirit of live and let live between 
man and man, will go a long way 
toward softening the antagonisms 
of interest among men.6
6T. N. Carver, The Economic Basis of 
the Problem of Evil.
ERWIN GOTTENSTRATER, a 
graduate of the St. Louis Institute 
of Accountancy (Pace Courses), re­
cently received the degree of C.P.A. 
from the state of Missouri. Mr. 
Gottenstrater is a senior accountant 
on the St. Louis staff of Touche, 
Niven & Company, public account­
ants and auditors.
J. IRL BEATTY, Pace Institute, 
New York (Extension Division), 
recently passed the Missouri exam­
inations for certified public ac­
countant, and was granted his pro­
fessional degree. Mr. Beatty is a 
senior accountant on the St. Louis 
staff of Touche, Niven & Company, 
public accountants and auditors.
HOMER V. BROWNE, graduate 
of Pace Institute, New York (Ex­
tension Division), has accepted a 
position as senior accountant with 
Lovejoy, Mather, Hough & Stagg, 
certified public accountants, New 
York. Mr. Browne will be assist­
ant manager of their office in Akron, 
Ohio.
All of these ideas are at work, 
more or less effectively at the pres­
ent time. They do not hold out 
hope of a new heaven and a new 
earth to-morrow, nor the next day, 
nor the next. But they do repre­
sent the ways in which the world 
as a whole is striving to meet its 
economic problem. And the old 
world is perhaps wiser than any one 
man or group of men, even though 
they may think otherwise.
THE Accountants’ Institute conducting resident classes in Accountancy and Business 
Administration in New Haven, 
Bridgeport, and Waterbury, Con­
necticut, feels highly gratified at 
the results of the past teaching 
Semester. A few notes with re­
spect to the New Haven students 
may be of interest. Mr. C. S. Carl­
son has joined the auditing forces 
of Messrs. Ernst & Ernst; Mr. 
E. B. Dorsett has accepted a re­
sponsible position with the Tide­
water Oil Company; Mr. E. B. Wi- 
mans, a graduate of Semester C, has 
joined the accounting staff of the 
Shoninger Piano Company; Mr. E. 
M. Fowler is now employed in the 
cost department of the A. B. Hen­
dryx Company; Mr. W. D. Kennedy 
has joined the accounting depart­
ment of the Candee Rubber Com­
pany.
Messrs. Clarence Emery and 
Alexander J. Flynn have secured 
positions in the vouchers payable 
department of the Winchester Re­
peating Arms Company, and Charles 
Wendt is with the cost department 
of the same company. Mr. Harry 
Landgren has joined the auditing 
staff of the Guarantee Audit Com­
pany; Mr. H. C. Rowe has secured 
a position in the general accounting 
department of the General Electric 
Company, Schenectady, New York; 
Mr. Eli Manchester is now a senior 
accountant on the staff of Barrow, 
Wade, Guthrie Company, chartered 
accountants.
The Bridgeport school is also 
represented in this list of person­
nels. Mr. Phillip Mancini has 
secured a position in the account­
ing department of the American 
Fisheries Company, New Jersey; 
Mr. Alfred Hirsch has joined the 
auditing staff of Arthur Young & 
Company, public accountants and 
auditors, 71 Broadway, New York 
City; Mr. John E. Cotter has been 
appointed local representative of 
Bridgeport, and is proving a valu­
able acquisition to the managerial 
staff of the Institute.
Three Waterbury students should 
also be mentioned in this connec­
tion. Mr. Frank C. Parsons has 
accepted a responsible position with 
the United States Rubber Company, 
New York City; Mr. Chauncey 
Murphy has joined the accounting 
department of the Naugatuck Chem­
ical Company; Mr. Alvah H. Skin­
ner has associated himself with the 
Accountants’ Institute as Water­
bury representative, and is giving 
loyal and enthusiastic cooperation.
Mistakes of commission and 
omission are the parents of experi­
ence, and experience in turn begets 
eventual success.
New
Haven, 
Bridgeport 
and
Waterbury 
Schools
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C. M. BISHOP, a Pace Exten­
sion student, who is con­
nected with the Peking, 
China, office of the Asia Banking 
Corporation, New York, recently 
wrote an exceptionally interesting 
letter to Homer S. Pace. Two par­
agraphs from Mr. Bishop’s letter 
follow:
“ You asked me to tell you some­
thing about conditions in Peking, 
and particularly something that 
might interest all students. I think 
the things they would be most in­
terested in are the opportunities for 
a business career in China. For 
those who have completed the 
course in accounting, and particu­
larly those who have received the 
C.P.A. certificate, the opportunities 
are very great, and certainly far 
better than in the United States. 
Up to two years ago, there was not 
a single American accountant in 
China, and the first to open an office 
as a public accountant was a Pace 
graduate, Spencer B. Stevenson, 
who began practice in Shanghai in 
1918. He succeeded from the start, 
and has had more business than he 
could handle.
“ Peking is not a business city, 
and the best opportunities for an 
opening are cities like Shanghai, 
Tientsin, and Hankow, where for­
eign export and import business is 
carried on. The number of Amer­
ican firms is increasing rapidly in 
those cities, and the business they 
do is also increasing in volume. 
Men with the training such as the 
Pace Course gives are in great de­
mand here, and command salaries 
much higher than for the same 
grade of work in the United States.”
A. W. HUTCHINSON, Pace Insti­
tute, Washington, recently passed 
the New Hampshire C.P.A. exam­
inations and was awarded his pro­
fessional degree. Mr. Hutchinson 
took Semester A in Los Angeles, 
Semesters B, C, D, and E, in Wash­
ington, and his final examinations 
in Boston. Mr. Hutchinson is a 
member of the technical staff of 
Scovell, Wellington & Company, 
accountants, Boston.
HENRY D. BULKLEY, member 
of the Law Faculty of Pace Insti­
tute, New York, has opened an office 
for the practice of law in associa­
tion with the firm of Hardin & 
Hess, 50 Pine Street, New York.
WALLACE W. WELLS, a gradu­
ate of Pace Institute, New York, 
was recently elected assistant con­
troller of the Brooklyn Rapid 
Transit System.
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CADDIE H. KINARD, C.P.A. (Ark.), A. B. Myatt, public accountant and auditor, and 
H. E. Nettles, public accountant, 
announce the formation of the firm 
of Kinard, Myatt & Company, ac­
countants and auditors, with offices 
at Monroe, La., and El Dorado, 
Ark. All the members of this firm 
are former Pace students. Messrs. 
Kinard and Nettles are Extension 
graduates, while Mr. Myatt took 
’■he Course at the Eastman-Gaines 
College, in Poughkeepsie.
Theodore a. crane,C.P.A.  (N.J.), a graduate of Pace Institute, New York, an­
nounces the opening of an office at 
296 Broadway, New York City, for 
the purpose of conducting a gen­
eral Accountancy practice. Mr. 
Crane was formerly a senior ac­
countant on the professional staff 
of Patterson & Ridgway, certified 
public accountants.
PAUL A. CULLINAN, B.C.S., and John J. Helmus, C.P.A., announce the formation of the 
firm of Cullinan & Helmus, public 
accountants and industrial engi­
neers, 50 Church Street, New York 
City. Mr. Helmus is a graduate of 
Pace Institute, New York.
SMITH, BRODIE & LUNS­FORD, accountants, of Kan­sas City, Mo., Dallas Texas, 
and Tulsa, Okla., announce the 
opening of a New York office in 
the Woolworth Building, under the 
management of Stephen D. Ferris,
C.P.A.  (Mo.).
FRANCIS J. LALLY, formerly an 
instructor in accounting at the Cam­
bridge High and Latin School, and 
recently a member of the staff of 
William Dillon, C.P.A., is now a 
member of the executive staff of 
Pace Institute, Boston.
EDWARD R. KRESY, a grad­uate of Pace Institute, New York, has recently been ap­
pointed assistant factory manager 
of William Steimer Sons & Co., 
lithographers, New York.
OLIVER A. WYLDE, Pace Insti­
tute, Boston, is now employed on 
the staff of Frederick B. Cherring­
ton and Associates, C.P.A.’s Bos­
ton, Mass.
MR. HOMER S. PACE wrote as follows to Mr. C. M. Isaacson, Santa Ana, Calif., 
who made inquiry about the value 
of the training provided by the Ex­
tension Course for passing the 
C.P.A. examinations of the various 
states.
“ In reference to the examinations 
for the C.P.A. degree, many of our 
Extension students have been suc­
cessful. The preliminary require­
ments differ in the various states, 
as do the requirements in regard 
to practice. If you can qualify in 
these respects, the Course of Study 
should prepare you for success in 
examinations. It is never possible 
to promise a student, whether he is 
in a law school, a medical school, 
or an Accountancy school, that he 
will, beyond peradventure, pass his 
professional examinations—a great 
deal depends upon the candidate 
himself. However, I have no doubt 
but that you will give a good ac­
count of yourself when the time 
comes.”
CLARENCE A. HOWES, Pace In­
stitute, Boston, recently accepted a 
position as assistant controller, 
with the New England Oil Corpo­
ration, Boston, Mass. Mr. Urbain 
Robert, C.P.A. (N. H.), 1918, and 
who also recently passed the Mass.
C.P.A.  examinations, is controller 
of the New England Oil Corpora­
tion. Mr. Robert is also a member 
of the Accounting Faculty of Pace 
Institute, Boston.
ARTHUR DOUCETTE, graduate 
of the Detroit Institute of Account­
ancy (Pace Courses), recently sev­
ered his connection with the Sher­
win-Williams Company and entered 
the employ of A. Hamburger & 
Sons, Inc., Los Angeles, Calif. Mr. 
Doucette becomes chief of the pro­
motion division of the credit de­
partment.
HENRY L. MENDES, resident 
partner of Touche, Niven & Com­
pany, public accountants and audi­
tors, in Cleveland, recently visited 
old friends at Pace Institute, New 
York, of which he is an honored 
graduate.
FRED G. EASTLAND, a Pace 
Extension student, was recently 
elected assistant treasurer of the 
Underwood Paper Mills, Inc., 
Plattsburgh, New York.
R. A. FRANCIS, Pace Institute, 
Washington, has accepted a posi­
tion on the technical staff of W. E. 
Langdon, C.P.A., Columbus, Ohio.
Value of 
Extension 
Training
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Pace Institute pro­
vides teaching of a distinc­
tive kind for an exacting clien­
tele—teaching that is intimately personal, 
productive—teaching that has pioneered the way for 
thousands of notable individual achievements in professional 
Accountancy and in Organized Business.
Pace Institute, grown large by reason of recognized service, 
still teaches in the distinctive, intimate way that characterized its 
early work of fifteen years ago—still maintains its small classes, its 
Seminar privileges, its unique pedagogic procedures, its methods of 
selecting and training teachers, its genuine interest in the success 
of its students and graduates.
Pace Institute teaches the subjects that give business focus 
to general academic training and experience—subjects that include, 
among others, Business Organization, Management, Fundamental 
Theory and Practice of Accounts, Bookkeeping, Constructive 
Accounting, Corporation Accounting, Cost Accounting, Auditing, 
Contracts, Agency, Partnership, Law of Corporations, Negotiable 
Instruments, Economics, Principles of Finance, Principles of Valua­
tion—subjects that may be taken in courses that range in length 
from seventeen weeks to five academic years.
Pace Institute invites you to take part, as friend or student, 
in its activities—to meet its teachers, to visit its classes, to examine 
its texts and procedures. Particularly, it would like to send you 
“MAKING GOOD,” a helpful booklet that tells of the experiences 
of men and women who have made good in Accountancy and 
Business. Information in respect to classes starting this month and 
next will be cheerfully furnished upon application to the Registrar
Pace & Pace
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